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SUBJECT: FINANCING DIFFICULTIES FOR TURKEY S GROWING CRUDE PETROLEUM 
IMPORTS 

REF: (A) ISTANBUL 3485, (B) ANKARA 6981 

1 . TURKISH IMPORT OF CRUDE PETROLEUM IN FIRST SIX MONTHS OF 
1976 HAS RISEN 25HPERCENT IN VOLUME AND 30 PERCENT 
IN VALUE OVER SIMILAR PERIOD IN 1975. IN LIGHT OF CRITICAL 
BALANCE OF PAYMENTS SITUATION, TURKS HAVE BEEN TRYING TO 
LENGTHEN AND IMPROVE PAYMENT TERMS TO MAIN SUPPLIERS, 

IRAQ AND LIBYA. TURKEY HAS SUCCEEDED (AT LEAST WITH 
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LIBYA) IN GETTING MINOR PRICE REDUCTIONS OF 3 TO 4 PER 
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CENT AND TERMS OF 90 DAYS ARE GIVEN BY BOTH IRAQ AND 
LIBYA. RECENTLY, HOWEVER, CONTROVERSY OVER BANK 
GUARANTEE WITH LIBYA HAS SLOWED DOWN OIL SHIPMENTS FROM 
LIBYA TO IPRAS (IZMIT) TURKISH PETROLEUM CORPORATION 
(TPAO) REFINERY CAUSING SHORTAGES OF POL IN 
SOME AREAS OF THE COUNTRY. ATTEMPTS TO 
LENGTHEN TERMS OF PAYMENTS TO IRAQ HAVE LED TO NEGO- 
TIATIONS BETWEEN TPAO AND WELLS FARGO BANK WHERE BANK IS 
CONSIDERING RAISING $100 MILLION ON ACCEPTANCE CREDIT BASIS FOR 
TPAO PURCHASES OF IRAQI CRUDE. 

2. TURKISH LOCAL PRODUCTION OF CRUDE HAS BEEN DROPPING (FROM 
3.5 MILLION TONS IN 1973 TO 3.07 MILLION TONS IN 1975). IMPORTS 

OF CRUDE - POL IN 1975 (TURKEY HAS ADEQUATE REFINING CAPACITY 
AND IMPORTS AND EXPORTS OF POL MORE OR LESS BALANCE EACH 
OTHER) DROPPED TO 9.5 MILLION TONS FROM 11.1 MILLION TONS IN 
1974, BUT COST ROSE FROM $763 MILLION IN 1974 TO (81 1 MILLION 
IN 1975. IN THE FIRST SIX MONTHS OF 1976, HOWEVER, IMPORTS ROSE 
25. PERCENT OVER FIRST SIX MONTHS OF 1975 TO 5.4 MILLIONS TONS, 

AND ''()#PERCENT IN VALUE TO $449 MILLION DOLLARS. 

3. DURING 1975, TURKEY OBTAINED 73 PERCENT OF ITS CRUDE 
IMPORTS FROM IRAQ, 15 PERCENT FROM LIBYA AND REMAINDER FROM 
SAUDI ARABIA, EGYPT AND OTHER COUNTRIES. DURING FIRST SIX 
MONTHS OF 1975, TURKEY HAS IMPORTED 56 PERCENT OF ITS CRUDE 
FROM IRAQ, 28 PERCENT FROM LIBYA, 10 PERCENT FROM IRAN AND 
BALANCE FROM OTHER COUNTRIES. REASON FOR INCREASE IN IMPORTS FROM 
LIBYA IS PROBABLY RELATED TO CLOSURE OF IRAQI PIPELINE TO BANIAS 
WHICH AT LEAST TEMPORARILY SLOWED DOWN TURKISH IMPORTS OF 
IRAQI CRUDE EARLIER IN 1976 AND REPORTED AGREEMENT BY GOT TO BUY 

6 MILLION TONS OF LIBYA CRUDE DURING 1976. IRANIAN CRUDE 
IMPORTED IN 1976 HAS BEEN ALMOST EXCLUSIVELY FOR IPRAS REFINERY 
AND ACCOUNTED FOR ABOUT 20 PERCENT OF IPRAS CAPACITY. WE HAVE 
HEARD FROM A GOOD SOURCE THAT IRANIAN PERTROLEUM IS IN FACT 
CRUDE SHIPPED FROM IRAN TO ISRAEL AND TRANSHIPPED TO IPRAS FROM 
HAIFA. 

4. WITH SCHEDULED COMPLETION OF KIRKUK-DORTYOL CRUDE PIPELINE 
IN JANUARY-FEBRUARY 1977, TURKEY'S IMPORTS FROM IRAQ WILL RISE 
CONSIDERABLY. UNDER THE TERMS OF THE TURKEY IRAQ PIPELINE 
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AGREEMENT, TURKEY AGREED TO PURCHASE TEN MILLION TONS PER 
YEAR FROM 1977-79, 12 MILLION TONS PER YEAR FROM 1980-1982 
AND 14 MILLION TONS PER YEAR AFTER 1983. THE GOT ESTIMATES 
THE PROJECTED DIFFERENCE BETWEEN ITS DOMESTIC CRUDE DEMAND 
AND PRODUCTION AS 12.5 MILLION TONS IN 1976 AND 21.2 MILLION 
TONS IN 1980. 

5. SINCE INCREASED OIL IMPORTS (20 PERCENT OF TOTAL IMPORTS) 
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HAVE MEANT ADDED PRESSURE ON THE TURKISH BALANCE OF PAYMENTS, 

THE GOT IS ATTEMPTING TO IMPROVE PURCHASE TERMS OF CRUDE IT 
PURCHASES FROM LIBYA, IRAQ AND OTHER OPEC COUNTRIES. DATA IS 
DIFFICULT TO OBTAIN IN THIS SENSITIVE AREA, BUT WE UNDERSTAND 
THAT LIBYA AND IRAQ HAVE GIVEN TURKEY MINOR PRICE CUTS AND 90 
DAY CREDIT TERMS. RCENTLY, HOWEVER, THERE HAVE BEEN REPORTED 
PROBLEMS WITH LIBYANS OVER THE QUESTION OF A BANK GUARANTEE. IN 
THE PAST TURKISH BANKS HAVE PUT UP THE BANK GUARANTEE, BUT FOR 
RECENT 400,000 TON PURCHASE. LIBYANS ARE REPORTEDLY ASKING FOR 
$65 MILLION GUARANTEE BY A FOREIGN BANK.THE TURKS ARE RESISTING 
LIBYA PRESSURE ON THIS. IN THE INTERIM, LIBYA SEEMS TO HAVE 
SLOWED SHIPMENTS OF CRUDE TO THE IPRAS REFINERY. 

6. TPAO HAS BEEN DISCUSSING WITH WELLS FARGO, CITICORP AND 
OTHER BANKS ACCEPTANCE CREDIT OF $100 MILLION ON 180 DAY TERMS 
TO FINANCE IMPORTS OF IRAQI CRUDE. TURKEY HAS MADE LITTLE USE 
OF ACCEPTANCE CREDIT IN THE PAST TO FINANCE HIGH-PRIORITY 
COMMODITY IMPORTS. IN FACT, TURKISH REGULATIONS REPORTEDLY 
SPECIFICALLY EXCLUDE USE OF ACCEPTANCECREDIT TO FINANCE IMPORTS 
OF CRUDE AND COKE. HOWEVER, TPAO AND MINISTRY OF FINANCE ARE 
NOW READY TO CONSIDER CHANGES IN REGULATIONS TO OBTAIN 
ADDITIONAL SHORT-TERM CAPITAL INFLOWS. 

7. COMMENT: EMBOFF WAS RECENTLY ADVISED BY SENIOR TPAO OFFICIAL 
THAT CONTINUING PROBLEMS WITH LIBYAN SUPPLY MIGHT CREATE 
SHORTAGES OF CRUDE AND FORCE TURKEY TO IMPORT FUEL OIL THIS 
WINTER. TURKEY WILL PROBABLY HAVE TO MEET LIBYA TERMS FOR 
FOREIGN BANK GUARANTEE, HOWEVER, AND CRUDE WILL CONTINUE FLOWING. 
ALSO, PURCHASES OF IRANIAN CRUDE HAVE FURTHER DIVERSIFIED 
TURKISH SOURCES OF SUPPLY AND PROVIDE ADDITIONAL ALTERNATE 
SOURCE TO LIBYA AND IRAQ. 

BANKERS NEGOTIATING WITH GOT FOR $100 MILLION ACCEPTANCE CREDIT 
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REPORT THAT CHANGE IN GOT REGULATIONS COULD HAVE FAVORABLE, 
BENEFICIAL IMPACT ON SHORT TERM TURKISH BALANCES OF PAYMENTS 
PICTURE. BANKERS REPORT THAT ACTIVE GOT USE OF ACCEPTANCE 
CREDITS COULD BRING IN AS MUCH AS $500 MILLION IN NEXT YEAR OR 
TWO TO FINANCE TURKISH IMPORTS OF CRUDE AND POSSIBLY COKE. 

AMERICAN BANKS IN TURN WOULD HAVE MINISTRY OF FINANCE GUARANTEE 
OF REPAYMENT IN FOREIGN EXCHANGE. ASSUMPTION HERE, OF COURSE, 

IS THAT GOT COMMODITY IMPORTS HAVE PRIORITY OVER ALL OTHER 
CIVILIAN SECTOR IMPORTS AND THAT EVEN IF FOREIGN EXCHANGE 
STRINGENCIES SHOULD FORCE GOT TO DRASTICALLY CUT IMPORTS, 

VIRTUALLY LAST IMPORT CUT WOULD BE CRUDE PETROLEUM. 

FRANCIS 

NOTE BY OC/T: #AS RECEIVED. 
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